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ALLEN WOLFSON CONVI CTED IN U. S. COURT AS SERI AL STOCK
MANI PULATOR VWHO DEFRAUDED PUBLI C OF OVER $7 M LLI ON

JAMVES B. COVEY, the United States Attorney for the
Southern District of New York, announced that ALLEN Z. WOLFSON
was convicted today in Manhattan federal court after a nonth-|ong
trial of conspiracy, securities fraud and wire fraud of fenses
arising out his schenme to mani pul ate the stock of six small-cap
conpanies fromearly 1999 through July 2000, resulting in | osses
to the public of at least $7 mllion.

According to the evidence at trial, WOLFSON was a stock
pronot er and consul tant who operated through a series of front
conpani es he controlled in Salt Lake Cty, Utah. Through these
conpani es, including Cyberanerica, Inc.; Hudson Consulting, Inc.;
and A-Z Professional Consulting, WOLFSON obtai ned | arge bl ocks of
free-trading stock in each of six small-cap conpanies at little
or no cost.

WOLFSON t hen paid secret bribes of as much as 65% of



t he purchase price of the stocks to stock brokers in New York to
notivate themto sell those stocks to their custonmers. The
evidence at trial established that WOLFSON used a network of
corrupt stock brokers in the New York netropolitan area to sel
his stock in these conpanies to the public. In order to protect
hi msel f fromdealing directly wwth the corrupt stock brokers,
WOLFSON paid a m ddl eman, M chael Grecco, an associate of the
Col onbo organi zed crinme famly of La Cosa Nostra, to handle
paynments on WOLFSON s behalf to the brokers. The proof at trial
showed that WOLFSON paid Grecco as nuch as 65% of the purchase
price of the stock sold by Gecco’s brokers; Gecco, in turn
passed on a portion of those bribes to the brokers — often as
much as 40% or nore of the purchase price of the stocks.

According to the evidence at trial, WOLFSON knew and
i ntended that the corrupt brokers would lie to their custoners
about, anong other things, the existence of the secret bribes.
In addition, the proof at trial established that WOLFSON required
the corrupt brokers to do two other things before they would be
paid their bribes: buy the stock for their custonmers from nmarket
makers desi gnated by WOLFSON, who were hol di ng WOLFSON' s st ock;
and keep their customers fromselling the stock for as |ong as
possi bl e, usually approximtely six nonths.

The proof at trial established that WOLFSON and G ecco

used corrupt brokers at the follow ng brokers dealers in the



course of their schene: Royal Hutton Securities, Bell I|nvestnent
G oup, WIff Investnment Goup, Carribean Securities, Gady and
Hatch & Co., Sharpe Capital, J. Banks Securities, and J. W
Bar cl ay.

According to the evidence at trial, the six conpanies
whose stocks were mani pulated in 1999 and 2000 by WOLFSON wer e:

. ATR I ndustries, a honme-cl eaning service operating in
and around Pal m Beach, Florida;

. Learner’s Wirld, Inc., which operated three day-care
facilities in Brooklyn, Queens and Manhatt an;

. Rol I erball International, which manufactured in-Iline
roll er skates and was based in Los Angeles, California;

. Heal t hwat ch, Inc., a nedical equipnment conpany based in

Atl anta, Ceorgi a;

. Hytk I ndustries, Inc., a natural gas and oil conpany
operating in southeast Kansas; and
. Power Exploration, Inc., an oil exploration conpany in

Texas.

Each of these conpanies were, at the tinme of WOLFSON s
stock mani pul ati on schene, consistently | osing noney. Several of
them including ATR Industries, Learner’s Wrld, and Hytk
| ndustries, had little or no market for their stock prior to
WOLFSON s schene to mani pul ate those securities, according to the
Gover nnent .

The proof at trial showed that WOLFSON s consul ting
conpany, Cyberanerica, enployed a staff of cold-callers who
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actively sought out distressed public conpanies in need of
financing. Wen such a target conpany was identified, WLFSON
then offered consulting services to the conpany, taking paynent
in the conpany’s stock. WOLFSON then sold that stock into the
demand generated by his mani pul ation schene. In tw of the
charged schenes, involving ATR I ndustries and Learner’s Wrl d,
WOLFSON prom sed to raise each conpany a mllion dollars in
financi ng through issuing stock under the “seed capital”
exenption fromstock registration requirenents, under Regul ation
D, Rule 504 issued by the Securities and Exchange Conm ssi on.

WOLFSON t hen arranged for a series of front conpanies he
controlled to receive all of the stock issued through those
offerings, totaling mllions of shares in both ATR Industries and
Learner’s Wrld. Once those stock offerings were conpl eted,
WOLFSON control l ed nore than 95% of the issued and outstandi ng
shares of both ATR Industries and Learner’s Wrld. WOLFSON then
paid bribes of as much as 65% of the purchase price of these
stocks to brokers to cause their custoners to purchase his stock
in these conpani es.

WOLFSON used brokers at J. Banks Securities and

Carri bean Securities in New York to sell his ATR and Learner’s
Wrld stock to the public. The trial evidence showed that
WOLFSON sol d, through his nonminee entities, at |east $889, 000 of
ATR | ndustries stock, and at |east $1, 715,000 of Learner’s Wrld
stock during 1999. After he confirmed that his shares were sold
to the bribed brokers’ custoners, WOLFSON wi red the bribe noney
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to an account controlled by Mchael Gecco in Anguilla, West
Indies. Gecco then repatriated the noney and used it to pay the
corrupt stock brokers their prom sed bri bes.

According to the evidence at trial, WOLFSON was charged
in federal court in New York in 1996 with securities fraud,
arising fromhis paying a 20% bri be to an undercover FBI agent,
posing as a corrupt stock broker, to have the agent sell stock in
a conpany naned Al pha Sol arco. Al though that charge was
di smssed in 1997, the evidence at trial included a recorded
conversation between WOLFSON and a cooperating w tness working
with the FBI in which WOLFSON recounted his 1996 arrest for
bri bi ng the undercover agent, and explained that the “only thing
that got [hin] off” that charge was his claimon tape that he
“only wanted to do what was |legal.”

WOLFSON and his son, David Mchael Wl fson, currently
operate a consulting firm Feng Shui Consulting, in Salt Lake
City, Uah, that provides nergers and acquisitions advice to
di stressed public conpanies, according to evidence at trial.

In addition to the charges of which WOLFSON was
convi cted today, WOLFSON has al so been indicted in the Southern
District of New York for carrying out another punp and dunp stock
fraud schene, involving the stock of Freedom Surf, Inc., in
Sept enber and Cct ober 2000, while WOLFSON was rel eased on bai

after his arrest on the charges considered by the jury at this



trial. The Freedom Surf indictment, returned in Decenber 2002,
is pending before United States District Judge ALVIN K
HELLERSTEIN. No trial date has yet been scheduled in that case.
The defendant is presuned i nnocent of the charges in the Freedom
Surf indictnment until and unless proven guilty.

The charges considered by the jury today were first
filed agai nst WOLFSON i n June 2000, when WOLFSON and si x co-
defendants were arrested for their roles in the manipul ation
schenmes descri bed above. All six of the other defendants charged

in United States v. Wl fson in June 2000 have pled guilty.

M chael Grecco was sentenced on January 16, 2002 to 46 nonths in
pri son; Robert Bal sanb was sentenced on Novenber 16, 2001 to 30
nmonths in prison; Konstantinos Dino Sonitis was sentenced on
January 25, 2002 to 5 nonths in prison and 5 nonths’ hone
confinement; Madimr Carvallo, Spiro Lazaretos and John M
Bl ack, Jr. await sentencing.

The arrests of WOLFSON and his co-conspirators on June
14, 2000, were part of the Federal Bureau of Investigation s
Operation Uptick, a long-termundercover investigation that
featured, anong other |aw enforcenent techniques, the use of a
series of cooperating w tnesses and a court-authorized
eavesdroppi ng device in the office of DVWN Capital a/k/a "Crabbe
Capital." Operation Uptick led to the arrest of 120 defendants

on June 14, 2000. To date, nore than 95 defendants have been



convicted on charges arising fromthe Uptick investigation.

WOLFSON, 57, faces a maxi mum of 65 years in prison for
the crimes of which he was convicted today; under applicable
Federal Sentencing Cuidelines, he faces a recomended sentence of
nore than 10 years in prison. United States District Judge JOHN
G KCELTL schedul ed sentencing for July 11, 2003. Judge KOELTL
ordered the defendant remanded after the jury’'s verdict.

M. COMEY praised the Federal Bureau of I|nvestigation,
New York Field Ofice for its efforts in this case.

Assistant United States Attorneys DAVID C. ESSEKS and
ROBERT H. HOTZ, Jr. are in charge of the prosecution.
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